
__AT&T

Martha Lewis Marcus Room 3A225
Senior Attorney One AT&T Way

Bedminster, NJ 07921
Tel: 908-532-1841
Fax: 832-213-0169
marthamarcus@att.com

June 30, 2004

MarleneH. Dortch, Secretary
FederalCommunicationsCommission
ThePortals
~ l2’~Street,S.W.,TW — A304
Washington,DC 20554

Re: In theMatterofImplementationofthePayphoneReclassificationand
CompensationandProvisionsoftheTelecommunicationsAct of 1996
CC DocketNo. 96-128

DearMs. Dortch:

Pursuantto Section64.1320(b)oftheCommission’sFinalRules,47 CFR §
64.1320(b),effectiveJuly 1, 2004,’ AT&T Corp. (“AT&T”) herebysubmitstheSystem
Audit Reportof its independentauditors,PricewaterhouseCoopersLLP regarding
AT&T’ s compliancewith Section64.1310(a)(1) oftheCommission’sFinal Rules.

A copyofthe SystemAudit Reporthasalsobeenprovidedto theNational
PayphoneClearinghouse(“NPC”) to bepostedon theirsecurewebsitein orderto comply
with theCommission’srequirementto provideacopyto eachpayphoneserviceprovider
for whichAT&T completescalls.

Pleasecontacttheundersignedif youhaveanyquestionsregardingthis filing.

Respectfullysubmitted,

/5/

MarthaLewis Marcus

cc: JeffCarlisle
Bill Dever
Darryl Cooper
DeniseCoca

See FCCPublic Notice,DA 04-1309,rel. May 11,2004.



~CLWATERHOUsCWPERS~

PricewaterhouseCoopers LIP
400 Campus Drive
RO. Box 988
FlorhamPark NJ 07932
Telephone (973) 236 4000
Facsimile (973) 236 5000

Reportof IndependentAccountants~

To theBoardofDirectorsofAT&T Corp.:

We haveexaminedmanagement’sassertions,includedin theaccompanyingManagement’sAssertionson
AT&T’S PayphoneCompensationProcesses,that AT&T Corp. (AT&T) has implementedeffective
proceduresand controlswithin their PayphoneCompensationSystemand Processes,as of June15, 2004.
AT&T’s managementis responsiblefor theseassertions.Ourresponsibilityisto expressanopinionbased
onour examination.

Ourexaminationwasconductedin accordancewith~ttestationstandardsestablishedby theAmerican
InstituteofCertifiedPublicAccountantsand,accordingly,includedexamining,ona testbasis,evidence
supportingmanagement’sassertionsandperformingsuchotherproceduresaswe considerednecessaryin
thecircumstances.Webelievethatour examinationprovidesareasonablebasisforouropinion.

Becauseofinherentlimitationsin anyinternalcontrol,misstatementsdueto erroror fraud mayoccurand
notbedetected.Also,projectionsofanyevaluationofthe internalcontrol to futureperiodsaresubjectto
the risk that the internalcontrolmaybecomeinadequatebecauseofchangesin conditions,or thatthe
degreeof compliancewith thepoliciesorproceduresmaydeteriorate.

In our opinion,management’sassertionsreferredto aboveis fairly stated,inall materialrespects,asof
June15, 2004,basedonthecriteriadefinedin theaccompanyingManagement’sAssertionson AT&T’s
PayphoneCompensationProcesses.

This reportisintendedsolelyfor the informationanduseofAT&T for purposesof reportingto theFederal
CommunicationsCommission,to all payphoneserviceprovidersforwhich AT&T completespayphone
callson its platform,andto all facilities-basedlongdistancecarriersfrom whichAT&T receivespayphone
calls. This reportis not intendedto beandshouldnotbeusedby anyoneotherthanthesespecifiedparties.

PricewaterhouseCoopersLLP
June25, 2004
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Management’sAssertionson AT&T’s
PayphoneCompensationProcesses

ManagementofAT&T Corp. (“AT&T” or “the Company”)assertsthat:

On October3, 2003,the FCCreleasedits PayphoneOrderin which it adoptedFinalRulesconcerningthe
compensationof payphoneserviceproviders(“PSPs”) andrequiringall CompletingCarriersto establishtheir
own call trackingsystemandhavea thirdpartyattestthatthe systemaccuratelytrackscallsto completion. The
effectivedateof theFinal Rulesis July1, 2004.2 Basedon thenew reportingobligationsfor Completing
Carriers,asprescribedin the FinalRules,AT&T representsthe following:

1. AT&T hasproceduresinplaceto accuratelytrackpayphonecalls to completion;

2. AT&T hasassigneda specificpersonor personsresponsibilityfor tracking, compensating,andresolving
disputesconcerningpayphonecompletedcalls;

3. AT&T haseffectivedatamonitoringproceduresin place;

4. AT&T adheresto establishedprotocolsto ensurethat anysoftware,personnel,or networkchangesdo not
adverselyaffect its payphonecall trackingability;

5. AT&T createsa compensablepayphonecall file by matchingcall detail recordsagainstpayphoneidentifiers;

6. AT&T hasproceduresin placethat incorporatepayphonecall datainto requiredreports;

7. AT&T hasimplementedproceduresandcontrolsneededto resolvedisputes;

8. AT&T has implementedcritical controlsandproceduresto identifypayphonecompensationerrors;and,

9. AT&T has implementedbusinessrulesto identifycompensablepayphonecalls.

Thefollowing describesthe criteriafor theterms“procedures”,“assigned”,“effective datamonitoring
procedures”,“establishedprotocols”, “payphoneidentifiers”, “procedures”,“proceduresandcontrols”,“critical
controlsandprocedures”,and“businessrules.”

In #1 above,AT&T Managementassertsthat the Company has “procedures” in place to accurately track
payphonecalls to completion. As it relates to this assertion,“procedures” will be defined according to the
following:

In theMatter ofImplementationofthePay TelephoneReclassijicationandCompensationProvisionsofthe

TelecommunicationsActof1996,CC DocketNo. 96-128,ReportandOrder,FCC03-235, released October 3,
2003 (“Report andOrder”). A summaryoftheReportandOrder waspublishedin theFederalRegisteron
November6, 2003. See68 Fed,Reg.62751.

2 SeeFCCPublic Notice, DA 04-1309,rel. May 11,2004.



• AT&T hascontrols in place to ensurethatCall Detail Records(CDRs) generatedby switchesownedor
leasedby AT&T areinterfacedcompletelytothedownstreampayphonecall trackingsystems.

• AT&T hascontrolsin placeto identify andeliminateduplicateCDRsfrom payphonecall trackingsystems.
• Payphonecallsare identified basedon theOriginating Line Indicator (OLI)/lnformationDigits valuesin the

CDRs generatedby switchesownedor leasedby AT&T. CurrentapplicableOLIs are ‘27’, ‘29’, and ‘70’.
• AT&T accuratelyassignscall completionindicatorsfor payphoneCDRsbasedon hardwareor software

answertypes.

In #2 above,AT&T Managementassertsthat theCompanyhas“assigned”a specific personor persons
responsiblefor tracking,compensating,andresolvingdisputesconcerningpayphonecompletedcalls. As it
relatesto thisassertion,“assigned”will bedefinedaccordingto thefollowing:

• Theresponsibilityfor tracking, compensating,andresolvingdisputesconcerningpayphonecalls hasbeen
grantedand includedin thejob descriptionfor specificemployees.

In #3 above,AT&T Managementassertsthatthe Companyhas“effective datamonitoringprocedures”in
place.As it relatestothis assertion,“effective datamonitoringprocedures”will bedefinedaccordingto
the following:

• AT&T hasdocumentedproceduresfor monitoringdatainterfacedfrom switchesownedor leasedby AT&T
to its call collectionsystem,its usageprocessingsystem,andits payphonecall trackingsystem.

• AT&T identifiesandtakescorrectiveactionsfor datairregularitiesanderrorsin thepayphoneprocess.

In #4 above,AT&T Managementassertsthat the Companyadheresto “establishedprotocols”toensure
thatanysoftware,personnel,or networkchangesdo not adverselyaffectits payphonecall trackingability.
As it relatesto this assertion,“establishedprotocols”will bedefinedaccordingtothefollowing:

• AT&T hasestablisheda documentedsystemdevelopmentlifecycle (SDLC) to managesoftwareand
networkchanges.

• AT&T’s SDLC includestestingof softwareandnetworkchangesto determineif theyadverselyaffect its
payphonecall trackingability.

• AT&T monitorsadherenceto the SDLC.
• AT&T restrictsaccessto payphonecall trackingsystemsto authorizedpersonnel.

In #5 above,AT&T Managementassertsthat theCompanyhascreateda compensablepayphonecall file
by matchingcall detail recordsagainst“payphoneidentifiers.” As it relatesto thisassertion,“payphone
identifiers” will be definedaccordingto the following:

• Payphonecalls areidentifiedbasedon theOriginating Line Indicator/InformationDigits valuesin the CDRs
generatedby switchesownedor leasedby AT&T. CurrentapplicableOLIs are ‘27’, ‘29’, and ‘70’.

• Payphonecalls are consideredcompensablebasedon thebusinessrulescriteriadefinedin Assertion#9.

In #6 above,AT&T Managementassertsthat theCompanyhas“procedures”in placethat incorporate
payphonecall datainto requiredreports. As it relatesto this assertion,“procedures”will be defined
accordingto the following:

• AT&T hasproceduresto createthefollowing reportsaccuratelyandcompletelyfromthe compensable
payphonecall file referencedin Assertion#5:

A. PaycompTotalAccumFile — This file follows formattingstandardssetby theNationalPayphone
Clearinghouse(NPC), andincludesthe following information:

I. Thetoll-free/access-codenumbersdialedfrom eachpayphone.
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II. Thevolume ofcalls for eachtoll-free/access-codenumbercompletedby the CompletingCarrierfor
eachofthePSPspayphones,by call type.

B. PaycompNo 8YY—This file follows formattingstandardsset by theNPC,and includesthefollowing
information:

I. Thetoll-free/access-codenumbersdialedfrom eachpayphonethatdid not haveNetworkRemote
Access(NRA) andRetailtoll-free/access-codetype calls.

C. PaycompCount8YY — This file follows formattingstandardsset by theNPC,andincludesthe
following information:

I. TheNRA andRetailtoll-free/access-codenumbersdialed from eachpayphone.
II. Thevolumeof calls for eachtoll-free/access-codenumbercompletedby theCompletingCarrierfor

eachof thePSP’spayphonesforNRA andRetailtoll-free/access-codetypecalls.

D. PaycompTrueZeroAccumFile — This file follows formattingstandardssetby theNPC,andincludes
thefollowing information:

I. The toll-free/access-codenumbersdialedfrom eachpayphonethathascollectandcalling card call
types.

II. The volumeof callsfor eachtoll-free/access-codenumbercompletedby theCompletingCarrierfor
eachof thePSP’spayphonesby call type.

• AT&T hasestablishedproceduresto submittheabovereportsto theNPCon atimely basis.

In #7 above,AT&T Management assertsthat the Companyhas implemented “procedures and controls”
neededto resolvedisputes. As it relates to this assertion,“procedures and controls” will be defined
accordingto the following:

• AT&T hasdocumentedits processto investigateandresolvedisputeswith PayphoneServiceProvidersand
haspostedtheprocesson theNPC’swebsite.

• AT&T logs disputesandfollows thepublishedprocess.
• AT&T maintainspayphoneCDRsfor 18 monthsthat canbeutilized for disputeinvestigations.

In #8 above,AT&T Managementassertsthat the Companyhasimplemented “critical controls and
procedures” to identify payphonecompensationerrors. As it relates to this assertion,“critical controls
and procedures” will be definedaccording to the following:

• AT&T developsanannualpayphonecompensationbudgetby monthbasedon key companyandindustry
trends(e.g.,payphonecall counts,numberof payphonesin the industry).

• AT&T analyzesthequarterlypayphonecompensationinvoiceat a ‘compensationtype’ level (e.g., per-call,
surrogate)to identify anydeviationsfrom historicaltrendsandcurrentbudget.

• AT&T documentsand retainstrendingdatarelatedto payphonecompensationto use in thebudgetingand
outlookprocess.

• AT&T reviewsandanalyzesthe informationcontainedin theTraffic AnalysisReportreceivedfrom theNPC
to validate the complete receipt of call records sent to the NPC.

In #9 above,AT&T Managementassertsthat the Company has implemented “businessrules” to identify
compensablepayphonecalls. As it relates to this assertion,“businessrules” will be definedaccording to
the following:

• Payphonecallsare identifiedbasedon theOriginatingLine Indicator/InformationDigits valuesin theCDRs
generatedby switchesownedor leasedby AT&T. CurrentapplicableOLIs are ‘27’, ‘29’, and ‘70’.

• AT&T has controls in place to identify and eliminate duplicate CDRs from payphonecall tracking systems.
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• Potentialcompensablepayphonecallsareidentifiedbasedon applyingthefollowing businessrulesto the
payphonecall file:
o CDRsmustbetoll-free or accesscodedialedcalls.
o CDRsmustbecompletedcallsbasedon answerindicatorgeneratedby theswitch.

• TheoriginatingAN! for eachcall is includedin thecompensationto theNPC.
• AT&T hasengagedtheNPCto determinetheidentitiesofthePSPsto whichAT&T owescompensation.In

addition,theNPCperformsthefollowing actions:
o TheNPCmatchesthePSPclaimsto theLEC reportsto validateownershipofthe AN!.
o In the eventthatownershipcannotbe validatedfrom theinformationprovided, theNPCnotifies thePSP

ofthe disputeandwork with thePSPto resolvethe ownershipdisputes.
o TheNPCcalculatescompensationfor non-flex AN! payphonesbasedon regulatedsurrogaterates.
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